
LYNCHBURG CITY COUNCIL 
Agenda Item Summary 

 

MEETING DATE:  June 9, 2005 AGENDA ITEM NO.:  15 
 
CONSENT:   REGULAR:  X CLOSED SESSION:   
 (Confidential) 
ACTION:    INFORMATION:  X 
 
ITEM TITLE:  Accounts Receivable Policy 

 
RECOMMENDATION:  Receive a report from the City Administration regarding the establishment of an 
accounts receivable policy which includes criteria for the write-off of uncollectible accounts receivable and a 
report regarding amounts written-off by the Director of Financial Services in accordance with the criteria set 
forth in the policy. 
 
SUMMARY: The City has numerous internal administrative policies which include various financial policies to 
assist in conducting the affairs of the City.  In addition to being a sound financial practice, the Government 
Finance Officers Association (GFOA) recommends that local government establish an accounts receivable 
write-off policy. With the implementation of Governmental Accounting Standards Board Statement 34 (GASB 
34) whereby local government financial reporting changed to follow much of the same financial reporting for 
the private sector, write-off of accounts receivable deemed uncollectible became important for proper revenue 
recognition.  Further, in the Management Letter accompanying the June 30, 2004 annual audit, the City’s 
external auditors recommended the development of a write-off policy. 
  
Until 2001, the City had a manual, decentralized miscellaneous accounts receivable and collection 
system/process for these bills.  Miscellaneous accounts receivable include all billings by the City that are not 
captured in the real estate, personal property, utility, and ambulance billing systems.  Examples of 
miscellaneous accounts receivable are demolition bills, weed bills, property damage claims, utility installations, 
property rents, landfill bills and any other bills for City services that do not follow the four core billing systems.  
In 2001, the City recognized that the decentralized billing and the report of collection processes were inefficient 
and had opportunities to misclassify payments.  As a result, the billing and collection of miscellaneous 
accounts receivable was centralized.  Additionally, the City is now in the process of implementing the fully-
automated miscellaneous accounts receivable module of the City’s financial management system.  The 
reengineering of these processes makes the tracking of uncollectible accounts much easier and more efficient. 
 
It is important to acknowledge that collection processes were being performed.  However, with the manual 
system, there was no orderly aging of accounts receivable to facilitate delinquent collection efforts in a timely 
and efficient manner.  Further, a large percentage of the uncollectible bills relates to demolition bills and weed 
bills.  These bills are virtually uncollectible as they are for vacant properties or absentee landlords.  
Additionally, with the age of many of the accounts prior to 2001, the Statute of Limitations provided by the 
Code of Virginia for collection of debts has been exhausted, thus eliminating legal processes for collection. 
 
 
 
 
 
 
 
 



The Director of Financial Services in conjunction with the Billings and Collections Division has reviewed the 
outstanding miscellaneous accounts receivable in accordance with the accounts receivable policy and is 
writing-off of the following amounts: 
 

  Time  
General Ledger 

Balance Recommended 
  Period 4/30/2005 Write Off 
General Fund       
  Demolition Bills 1978-1988 95,331.46 95,331.46
  Miscellaneous Accounts Receivable       
   (weeds, facility rents, property damage) Pre 2001 185,816.13 185,816.13
  Uniforms 1998-2001 1,792.35 1,792.35
  Shoes 1998-2001 213.25 213.25
  Miscellaneous Accounts Receivable Post 2001 177,383.76 84,172.38
   (lease/property sale, property rent)       
TOTAL GENERAL FUND   460,536.95 367,325.57
      
Community Development Block Grant (CDBG) Fund  
Demolition Bills 1994-2001 74,789.23 74,789.23
Miscellaneous (weed and boarding up bills) Pre 2001 17,392.15 17,392.15
Miscellaneous (weed bills, property sold-auctions) Post 2001 20,673.64 1,500.00
TOTAL CDBG FUND   112,855.02 93,681.38
      
WATER (hydrant damage and installations) Pre 2001 22,288.36 22,288.36
      
SEWER (installations and Biological Oxygen 
Demand surcharges) Pre 2001 29,653.01 29,653.01

 
This should be considered an interim FY 2005 report with a final report presented with the June 30, 2005 
Quarterly Financial Report. Of the amount to be written off, $273,185 relates to demolition and weed bills 
associated with the General Fund and the CDBG Fund.  Further of the total write-off amount, $185,816 relates 
to the pre-2001 period from 1953-2001, operated under the decentralized processes. Included in this amount 
are bills for sidewalk construction, weeds, property rents and property damages, and other billings for services. 
Because of the decentralized process, payments for many of the bills may have been made but were not 
reported through the billing process but through the report of collections. The Water and Sewer Fund followed 
the same processes prior to 2001 that likely resulted in similar misclassifications.  
 
PRIOR ACTION(S):    N/A 
 
FISCAL IMPACT:       These billings have been accounted for on a cash basis which does not recognize 
revenue until monies are received.  Therefore these monies have not been included in the fund balances of the 
respective funds.  The fiscal impact was the loss of this potential revenue. However, with such a large portion 
of the write off amount related to demolition and weed bills, the likelihood of collecting these bills was virtually 
non-existent. 
 
CONTACT(S):   Michael W. Hill, Director of Financial Services    455-4218 
   Donna Witt, Assistant Director of Financial Services   455-3968 
 
ATTACHMENT(S):     Accounts Receivable Policy 
     
REVIEWED BY:  lkp 
 
 
083L 
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CITY OF LYNCHBURG 
Accounts Receivable Policy 

June 2005  
 

1. Background 
 

a) To ensure strong fiscal management practices, proper control over revenue is 
imperative in accounts receivable management and general oversight of the 
various revenues collected. 

 
b) As part of performing local government services, determinations are made for 

collecting funds for services performed, the billing and accounts receivable 
process for those services provided on credit, and the management of ensuring 
that proper internal controls exist. 

 
c) Sound financial management principles include the establishment of an allowance 

for doubtful accounts, the efforts pursued for delinquent accounts, and the 
timeliness of when such accounts are deemed uncollectible and are written-off 
from the financial statements. 

 
 
2. Standards 
 
 a) Governmental Accounting Standards Board (GASB) 
 b) Government Finance Officers Association (GFOA)  
 c) Code of Virginia 
 
 
3. Internal Controls 
  

a) All aspects of revenue recordation and cash receipt shall be subject to proper 
internal controls with standard controls documented and followed.  Management 
has established standard internal controls that are documented and followed by 
affected department(s) generating the receivables, receipting the payments, and 
performing collection activities on delinquent accounts. 

 

i) Segregation of duties – authorization, recordation and custodian functions. 
ii) Daily processing – daily cash/collection total reconciled to subsequent 

deposit. 
iii) Timely depositing of funds received. 
 

b)  Reconciliation to the general ledger and other supporting accounting ledgers are 
performed in a timely manner for receivable balances and subsidiary ledgers. 

 
c) Automated system resources are utilized where practical to provide for more 

efficient processes. 
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4. Depositing Received Funds for Service 

  
a) The Billings and Collections Division of the Department of Financial Services 

serves as the City’s primary recipient of all monetary payments to the City via 
cash, check, wire transfer and credit card. 

 
b) Remote cash, check and credit card collection points will only be established 

upon approval of the Director of Financial Services whereby the benefits of 
customer service are evident and documented internal controls are established. 

 
c) On approval from the Director of Financial Services, an on-going accounts 

receivable system with documented internal controls will be maintained for those 
functions where services are provided by the department prior to the receipt of 
funds for such services.  All other functions shall require payment prior to or in 
conjunction with the service being performed.  

 
d) Receivable balances will be formally established in the City’s financial system at 

fiscal year-end, but such on-going balances and their subsequent receipts will be 
monitored by the Billings and Collections staff throughout the fiscal year. 

 
 
5. Returned Checks 

   
a) Unless otherwise stated by City ordinance or resolution, all checks returned due to 

insufficient funds in the customer’s account will be processed by Billings and 
Collections staff and fees shall be charged for the returned check in accordance 
with the Code of Virginia. 

 
 
6. Billing Practices 
 

a) Unless otherwise stated by City ordinance or resolution, all initiated bills will 
have payment terms of thirty (30) days from the billing date.  

  
b) Unless otherwise stated per City ordinance or resolution, all bills will be 

generated within forty-five (45) days of initial service provision. 
 
c) The Code of Virginia provides tax bills must be mailed fourteen (14) days before 

the established due date. 
 
d) Utility Bills are mailed in two cycles monthly and have established due dates.  A 

minimum of twenty (20) days is allowed for payment to be made. 
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7. Accounts Receivable Collection 
 

a) All accounts receivables will be recorded by the City to permit an analysis of the 
aging of such receivables. 

 
b) For accounts that become past due, Billings and Collections staff have specified 

practices that ensure proper delinquent notice is provided to the customer and 
continued service is restricted, unless continuation of service is required by law 
until such accounts are current. Every available collection method will be utilized 
to pursue the timely collection of delinquent accounts. These methods include 
delinquent collection notices, the Commonwealth of Virginia’s Debt Set-Off 
Program, liens placed on wages and bank accounts, Vehicle Registration 
Withholding (i.e. DMV Stops), service interruption, towing, sale of property and 
payment arrangement contracts.  When such accounts are deemed uncollectible, 
either by exceeding the statute of limitations or because collection methods have 
been exhausted, authority will be obtained from the Director of Financial Services 
to be written-off from the financial statements.  See Appendix A, Summary of 
Collection Practices and Write-Off Criteria for Various Municipal Billings. 

 
c) To facilitate such collection efforts, departments shall establish information 

criteria as part of the initial contact with the customer (e.g., bank account #, social 
security # or driver’s license #, Federal ID #, etc.). 

 
 
8. Allowance for Doubtful Accounts 
 

a) The determination of the need for an allowance for doubtful accounts will be 
based upon the percentage of receivable method. 

 
b) The computation of an allowance for doubtful accounts will be performed 

annually based upon the aging of such receivables and recent history of write-offs 
at June 30th, subject to review by the Director of Financial Services and 
concurrence with the external auditors, with any material changes reported to the 
City Manager. 
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9. Write-Offs 
 

a) For balances less than $5 that are greater than 180 days delinquent, all such 
amounts will be eligible for write-off upon concurrence with the Director of 
Financial Services. 

 
b) For balances greater than $5, collection efforts will be performed for a period 

equivalent to the statute of limitations, or sooner if bankruptcy has been 
discharged for the account, business no longer exists, individual is deceased, or all 
collection methods have been exhausted, at which point such amounts will be 
written-off upon concurrence with the Director of Financial Services. 

 
c) The Director of Financial Services will provide an annual report of accounts 

receivables that were written off. The annual report will be presented with the 
June 30 Quarterly Financial Report for respective year. 

 
d) Any account/accounts deemed material will be presented in a separate report at 

the time it has been deemed uncollectible. 
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APPENDIX A 
 

Summary of Collection Practices and Write-Off Criteria for Various Municipal Billings 
 
 

AMBULANCE BILLS   
 

Collection Practice: 
 
• The City uses a third party billing vendor to bill ambulance services.  
• Delinquent notices are sent by the third party vendor at thirty (30), sixty (60) and ninety 

(90) day intervals.   
• If payment is not received after 120 days, the account is forwarded to the Billings and 

Collections Division to be placed on the State’s Debt-Set-Off program and liens are filed 
against the customer’s wages and/or bank account.   

 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for three (3) years from the end of the month in which the ambulance run is made is 
written-off. 

 
 
AMUSEMENT TAX 
 
Collection Practice: 

 
• Payment is due the 20th of the month following collection of the taxes by businesses that 

routinely remit amusement taxes. 
• Payment is due within thirty (30) days of the event for those entities sponsoring special or 

one-time events. 
• If payment is not received by the due date, the Commissioner of the Revenue assesses the 

tax and forwards the assessment to the Billings and Collections Division to become part 
of a delinquent notice that is sent for payment.  

• If possible, should payment not be received following the delinquent notice, a lien is 
placed on the business’s bank account. 

• Should payment not be received following the delinquent notice, the Billings and 
Collections Division by way of a lien may physically attach and remove all funds at the 
premises of the business. 

• If the unpaid amount is large, a warrant is filed against the business owner. This action is 
necessary because the Amusement Tax is a trust tax and is considered a felony charge for 
embezzlement when not paid. 
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Write-Off Criteria: 
 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years after June 30th of the fiscal year for which taxes were assessed is 
written-off. 

 
 
BUSINESS LICENSE TAXES 
 
Collection Practice: 

 
• Business License Taxes are due May 1st of each year. 
• If the Business License is not paid by May 1st, a delinquent notice is sent in June. 
• If the Business License Taxes are still unpaid, liens are placed on the business’s bank 

account when known.   
 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years after June 30th of the fiscal year for which taxes were assessed is 
written-off. 

 
 
DAMAGE TO CITY PROPERTY  

 
Collection Practice: 
 

• The citizen is billed for damages and allowed thirty (30) days for payment. 
• If payment is not received in 30 days, the citizen is sent a delinquent notice. 
• If payment is still not received, the account is placed on the State’s Debt-Set-Off program 

and liens are filed against the customer’s wages and/or bank account.  
  

Write-Off Criteria: 
 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years after June 30th of the fiscal year in which the fee was assessed is 
written-off. 

 
 
DEMOLITION BILLS  
 
Collection Practice: 
 

• A demolition bill is sent when the service is provided; the customer then has thirty (30) 
days to pay.   



 

Write-Off of Uncollectible Accounts Receivable 
Appendix A 
Page 3 of 9  

• If payment is not received at the end of the thirty (30) days, the account is moved to the 
Real Estate Tax system and collection procedures follow the collection process for Real 
Estate Taxes.  

 
Write-Off Criteria: 
 

• Any residual balance resulting from the application of auction proceeds is written-off in 
accordance with the Code of Virginia.   

• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 
for twenty (20) years after December 31st of the year for which taxes were assessed is 
written-off. 

 
 
LANDFILL BILLS    
 
Collection Practice: 

 
• Customers are billed monthly after the service is provided.   
• The customer is allowed forty-five (45) days to pay.   
• If payment is not received after 45 days, service is suspended at the City’s Landfill until 

payment is received.   
• Delinquent notices are sent at the end of the 45-day period as well as at the end of the 

sixty (60) day period.  If the bills are still unpaid, liens are placed on the bank account 
when known.   

 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years after June 30th of the fiscal year in which the fee was assessed is 
written-off. 

 
 
LIBRARY FINES  
 
Collection Practice: 

 
• The first bill for unpaid fines is sent to the citizen by the library. 
• If payment is not received within thirty (30) days, the account is referred to the Billings 

and Collections Division. 
• A delinquent notice is sent to the citizen with a due date in thirty (30) days.  
• If payment is not received after the due date for the delinquent notice, the account is 

placed on the State’s Debt-Set-Off program and liens are filed against the customer’s 
wages and/or bank account. 
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Write-Off Criteria: 
 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years from the end of the month in which the fine occurs is written-off. 
 

 
MEALS/LODGING TAXES 
 
Collection Practice: 
 

•  Payment is due the 20th of the month following collection of the taxes by businesses. 
• If payment is not received by the due date, the Commissioner of the Revenue assesses the 

tax and forwards the assessment to the Billings and Collections Division to become part 
of a delinquent notice that is sent for payment.  

• If possible, should payment not be received following the delinquent notice, a lien is 
placed on the business’s bank account. 

• Should payment not be received following the delinquent notice, the Billings and 
Collections Division by way of a lien may physically attach and remove all funds at the 
premises of the business. 

• If the unpaid amount is material, a warrant is filed against the business owner. This action 
is necessary because the Meals and Lodging Tax is a trust tax and is considered a felony 
charge for embezzlement when not paid. 

 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years after June 30th of the fiscal year for which taxes were assessed is 
written-off. 

 
 
PARKING TICKETS  
 
Collection Practice: 

 
• Tickets are placed on the windows of the vehicle in violation with payment due within 

seventy-two (72) hours.   
• If payment is not received, a delinquent notice is mailed stating payment is due upon 

receipt or the citizen may request a court date to appeal the violation.   
• If payment is still not received, the account is placed on the State’s Debt-Set-Off program 

and liens are filed against the customer’s wages and/or bank account.   
• If the citizen has three (3) or more outstanding tickets, the Police Department is notified.  

In the event the vehicle is located, it will be towed at the owner’s expense.  The vehicle is 
not allowed to be picked up until all outstanding tickets and fees are paid.   

• The City auto decal is also withheld from purchase until all outstanding tickets are paid.   
 

Write-Off Criteria: 
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• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for three (3) years from the end of the month in which the fine occurs is written-off. 
 
 
PAYMENT CONTRACTS  
 
Collection Practice: 

 
• If there are extenuating circumstances, Billings and Collections staff will try to work with 

the citizen by offering them a written payment contract.  These contracts are generally set 
up for three (3) month periods and are often a last resort for collections.  

 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years from the end of the month in which the contract is made is written-off. 
 

 
PERSONAL PROPERTY, BUSINESS PERSONAL PROPERTY, AND MACHINERY 
AND TOOLS TAXES  
 
Collection Practice: 
 

• Personal Property, Business Personal Property, and Machinery and Tools taxes are 
typically billed during or before the first week of October and due November 15th.   

• Each bill reflects current and, if applicable, all delinquent taxes, penalties and interest for 
current and prior years.  

• A delinquent notice is sent at the beginning of December following the November 15th 
due date for any unpaid accounts.  

• Any account with a balance in excess of five dollars ($5) that remains delinquent after the 
due date of the delinquent notice (14 days) is placed on the Commonwealth of Virginia’s 
Debt-Set-Off program. 

• For any account with a balance in excess of fifty dollars ($50) that remains delinquent 
after the due date of the delinquent notice (14 days), a Vehicle Registration Withholding 
(i.e. DMV Stop) is placed on each and every owner of the vehicle at that time.  

• If the account remains unpaid, the owners will not be allowed to purchase an auto decal 
until the taxes and fees are paid.  If the taxes are still unpaid, a lien is placed against each 
and every owner’s wages and/or bank accounts.   

 
Write-Off Criteria: 
 

• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 
for five (5) years after December 31st of the year for which taxes were assessed is written-
off.     
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REAL ESTATE TAXES   
 
Collection Practice: 
 

• Real Estate Taxes are billed in four (4) installments (November 15th, January 15th, March 
15th, and May 15th).   

• Each bill reflects current and, if applicable, all delinquent taxes, penalties and interest for 
current and prior years.  

• Final delinquent notice is mailed in June of each fiscal year following the fourth 
installment due date (May 15th).   

• Any account that remains delinquent after the due date of the delinquent notice is placed 
on the Commonwealth of Virginia’s Debt-Set-Off program.  

• Tax liens are placed against wages and/or the citizen’s bank account.   
• If taxes are delinquent for the two previous years and the current year, the taxpayer is 

notified the account will be sent to an attorney to be sold in an auction for delinquent 
property.   

• If payment is not received following the notice, the account is referred to the attorney 
retained by the City for conducting tax Judicial Sales of delinquent property for a future 
auction.   

• Any auction proceeds are applied to the delinquent taxes and other City debt against the 
property.   

 
Write-Off Criteria: 
 

• Any residual balance resulting from the application of auction proceeds is written-off in 
accordance with the Code of Virginia.   

• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 
for twenty (20) years after December 31st of the year for which taxes were assessed is 
written-off. 
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RETURNED CHECKS   
 
Collection Practice: 
 

• If a returned check is received for a current Water/Sewer payment, the payment credit is 
removed from the account and the Returned Check fee is applied.   

• If a returned check is received for a delinquent Water/Sewer payment, service is 
suspended, the payment credit is removed from the account, and the Returned Check fee 
is applied.  Service is not reinstated until payment is received. 

• If a check is returned for any other type of payment, the citizen is billed and notified that 
payment must be made along with the Returned Check fee.  

• If payment is not received, the account is added to the State’s Debt-Set-Off Program and 
liens are placed against the citizen’s wages and/or bank account.  

 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for two (2) years after June 30th of the fiscal year in which the fee was assessed is 
written-off. 

 
 
TRASH REMOVAL AND BOARD-UP BILLS 
 
Collection Practice: 
 

• A bill is sent when the service is provided; the customer then has thirty (30) days to pay.   
• If payment is not received at the end of the 30 days, the account is moved to the Real 

Estate Tax system and collection procedures follow the collection process for Real Estate 
Taxes.  

 
Write-Off Criteria: 
 

• Any residual balance resulting from the application of auction proceeds is written-off in 
accordance with the Code of Virginia.   

• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 
for twenty (20) years after December 31st of the year for which taxes were assessed is 
written-off. 

 
 
UNIFORMS, JACKETS AND SAFETY SHOES FOR FORMER CITY  EMPLOYEES 
 
Collection Practice: 
 

• The former employee is billed and allowed thirty (30) days for payment. 
• If payment is not received in 30 days, the former employee is sent a delinquent notice. 
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• If payment is still not received, the account is placed on the State’s Debt-Set-Off program 
and liens are filed against the customer’s wages and/or bank account.  

 
Write-Off Criteria: 

 
• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 

for five (5) years from the end of the month in which employment is terminated is 
written-off. 

 
 
WATER/SEWER BILLS 
 
Collection Practice: 

 
• Customers are billed monthly in two cycles with a due date for each cycle allowing at 

least twenty (20) days to pay. 
• If payment is not received for two monthly cycles, service is terminated and not 

reinstated until the past due balance, a reconnection fee and a security deposit on the 
account is paid. 

• If the account remains unpaid for three (3) additional days, on the fourth day the meter is 
removed and a notice is sent to the Inspections Division to condemn the house.  

• If payment is still not received, the account is placed on the State’s Debt-Set-Off program 
and liens are filed against the customer’s wages and/or bank account. 

• If the account is used as rental property, service will not be reinstated to another customer 
until the balance is paid. 

 
Write-Off Criteria: 
 

• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 
for five (5) years from the end of the month in which breach of written application of 
service occurs is written-off. 

 
 
WEED REMOVAL BILL   
 
Collection Practice: 

 
• A weed removal bill is sent when the service is provided; the customer then has thirty 

(30) days to pay.   
• If payment is not received at the end of the 30 days, the account is moved to the Real 

Estate Tax system and collection procedures follow the collection process for Real Estate 
Taxes.  
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Write-Off Criteria: 
 

• Any residual balance resulting from the application of auction proceeds is written-off in 
accordance with the Code of Virginia.   

• In accordance with the Code of Virginia, Statute of Limitations, any account delinquent 
for twenty (20) years after December 31st of the year for which taxes were assessed is 
written-off. 

 
 


